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Since reform and opening-up, Chinese economy has continued to develop 
for more than 30 years. As Chinese economy develops and income grows, 
Chinese’s outbound tourism demand also grows sufficiently. In this paper, Korea 
drama as a proxy for Korean culture/fashion is added to examine how it affects 
on China’s tourism demand for Korea with other usual economic variables such 
as exchange rate, income and relative CPI.  
The data used are mainly from China Economic and Industry database, 
Federal Reserve Bank and Korean drama website. All the data are self-collected. 
Vector Error Correction model is used in this paper to examine how a culture 
variable actually affects on tourism demand and the long-run relationship among 
variables. 
The result shows that tourist arrivals are negatively related to exchange 
rate and positively related to income and our key variable, Korean drama. 
Surprisingly, it has a positive relationship with relative CPI. This can be assumed 
that in a China-Korea case, relative CPI is not powerful enough to affect the 
arrivals. 
From the result, it is quite certain that culture can actually have an 
influence on tourist arrivals. It can be meant that except for other economic 
variables, culture itself, soft power, can have an enough power to attract more 
foreign tourists. In the long run, it also can help a country’s economy. 
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              Chapter 1 Introduction 
 
China’s tourism demand for Korea surpassed demand for Japan and Korea has 
become China’s number one tourism destination except for Hong Kong after 2010. 
In this paper, I examine that how a culture variable can affect China’s tourism 
demand for Korea including other macroeconomic variables. 
In most of other tourism papers, usual macroeconomic variables are 
considered as affecting variables to tourism. However, this paper focuses more on a 
culture variable, it can give another perspective of affecting variables to tourism. It is 
assumed that many tourists, especially Chinese tourists, are motivated by culture 
such as Korea TV series and other commodities shown in Korean drama more and 
more. This paper can show how important the culture variable is when it comes to 
tourism. 
The data used are mainly from China Economic & Industry Data database, 
Federal Reserve Bank, Korea tourism organization, World Bank and Korean Drama 
website. Vector Error Correction model is used to explain affecting variables and 
long-run relationship among variables. 
In VECM, the results show that relative CPI and Korean drama have positive 
relationship. On the other hand, exchange rate has a negative relationship with 
tourist arrivals. From this result in VECM, it can be interpreted that our key culture 
variable, Korean drama, is positively related to China’s tourism arrivals in Korea 
which means that Korean drama actually can affect China’s tourism demand for 
Korea.
The rest of paper is organized as follows. In a background section, it shows the 
general tourism trend and recent trend of Chinese tourists. In a literature review 
section, literatures related to tourism demand are shown to see the methods they used, 
recent literature trend and other papers using culture variables. In a data section, data 
used in this paper are described for the tourism demand analysis. In an empirical 















Finally, in a conclusion section, it concludes the results and the important role of a 
culture variable.
 
Chapter 2 Background 
 
As China’s income grows, the outbound tourism demand also increases. 
Figure 1 shows the growth rate of outbound tourism demand is not high in 1990s. In 
1995, the rate decreases a lot compared to the previous year, 1994. From 1996 to 
2000, the outbound tourism demand is almost same. For around 8 years, the demand 
is below 10 millions of persons. However, from 2000, the inflection point starts. The 
amount of Chinese population visiting abroad changes a lot. It can be easily seen that 
the tourism demand increases faster than ever. Especially, from 2003 to 2004, the 
amount of tourist arrivals jumps from 20 to 30 millions of persons. Same situations 
also happen in 2009 to 2011. But from 2008 to 2009, there is a little level off, this 
can be assumed that the potential effect of financial crisis. According to China 
economic data base (CEIC), 83.18 million people went for overseas trip only in 2012 
this one year. Figure 1 can show how much Chinese have been to outbound tour 
since 1993. 
 















As shown in Table 1, among the destinations for trip in 2012, 12 countries and 
areas are in Asia. Only 3 countries ( America, Russia, Australia) belong to America, 
Europe and Oceania and their rank is also quite below compared to other Asia 
countries. For example, America is ranked number 8, Russia and Australia are 
ranked 12, 13 respectively. It is not surprising to observe this ranking because 
traveling to Asia is more convenient and less costly than traveling to rest of three 
countries.
China’s tourism activities in Asia also show interesting patterns. After official 
establishing diplomatic relations between China and Korea being established, the 
relationship between two countries has been developing in many ways. One of the 
key evidences is China’s tourism demand for Korea. As shown in Table 1, among 
Asian countries and areas, apart from Hong Kong, the number one destination for 
tourism where Chinese prefer traveling to is Korea. Until 2010, China’s tourism 
demand for Japan is higher than the demand for Korea. However, after 2010 the 
demand for Korea surpasses Japan and Korea has become number one destination 
for Chinese tourists. It is somewhat surprising that Korea is ranked number one, 
because other countries and areas such as Thailand, Taiwan, Macao, Malaysia and 
Indonesia are cheaper than tourism in Korea on many aspects such as transportation 
fee and accommodation fee. Especially Taiwan and Macao, this two areas use same 
language as mainland China, which means it would be more convenient and less 
communication barriers traveling there. However, Korea is still ranked number one, 






















Table 1 : Top 15 destinations for tourism of Chinese in 2012 
                                             ( Unit : millions of persons) 
Rank Country/Area Belongs to Thousand  
1 Hong Kong Asia 34.956 
2 Korea Asia 2.995 
3 Taiwan Asia 2.630 
4 Thailand Asia 2.245 
5 Macao Asia 2.150 
6 Japan Asia 1.962 
7 Cambodia Asia 1.845 
8 America America 1.722 
9 Malaysia Asia 1.372 
10 Vietnam Asia 1.340 
11 Singapore Asia 1.167 
12 Russia Europe 0.869 
13 Australia Oceania 0.729 
14 Indonesia Asia 0.713 
15 Burma Asia 0.545 
* Source : China Economic & Industry Data Database ( CEIC ) 
 
2.1 Tourism trend change 
     Figure 2 shows the change of China’s tourism arrivals and growth rate in top 
ten destinations between 2000 and 2012. As shown in Figure 2, it can be easily 
found that the tourist arrivals for Korea increase much more than other countries. 
Before 2000, China’s tourist arrivals for Thailand, Japan and Russia exceeded Korea. 
However in 2012, Korea is ranked as number one of China’s tourism destination. 
China’s tourist arrivals for each country increases between 2000 and 2012. Therein, 
the tourist arrivals for Korea increase almost 7.5 times. Malaysia is the fastest, 















rank is still in 6. It is interesting that the growth of tourist arrivals for other countries, 
apart from Korea, is not quite obvious. However, during 2000 and 2012, the tourist 
arrivals in Korea are obviously phenomenal.  
 
 
*Source : China Economic & Industry Data Database ( CEIC )  
2000 year Cambodia and Vietnam data not included. 
 
2.2 Top destinations in Korea 
     When Chinese travel to Korea, the tour destinations are focused on Seoul, The 
capital of Korea, where is easy and convenient for shopping and eating. A survey 
conducted in 2009 shows that more than 88 % of Chinese tourists visit Seoul and 
more than half of Chinese tourists (58.0 %) visit Gyunggi (京畿) and Incheon（仁川）
where both of them are located near and next to Seoul（首尔）. Gyunggi and Incheon 
areas have convenient transportations connected to Seoul. Apart from Seoul, Incheon 
and Gyunggi area, Jeju island（济州岛）is ranked as number three, which is located 
the furthermost away from Seoul. Unlike the destinations ranked as top 1 and 2, Jeju 
island is famous for its beautiful natural scenery. It is shown from the top 
destinations that Chinese tourists visit Seoul and the areas around where mainly for 
shopping and eating and visit Jeju island for scenery.
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